FOREIGN 
— 


< wee Yi BIS Se gated 


DISTRIBUTED BY U.S. DEPARTMENT OF COMMERCE/Bureau of International Commerce 


Bus ADM 

LIBRaRy 

KC Prepared: American Consulate General 
\O August 18, 1972 BUSINESS ADMINISTRATICN LIBRARY LUANDA 

Frequency: Annual 
2 

E3U8 Supersedes: © ET 71-104 OocT 17 1972 

(72-045 )Received in Washington: 

8/29/72 UNIVERSITY OF MICHIGAN 


ANGOLA 


TABLE OF CONTENTS 


KEY ECONOMIC INDICATORS 
SUMMARY 
CURRENT ECONOMIC SITUATION AND TRENDS 


Agriculture 

Fishing 
Manufacturing 
Construction 

Mining 
Cattle-Raising and Livestock 
Money and Credit 
Foreign Trade 
Balance of Payments 
Prices 

Government Spending 


OW MWAAUL HL HW 


no 


IMPLICATIONS FOR THE UNITED STATES 


ee 
o 


For sale by the Superintendent of Doeuments, GPO, Washington, D.C., 20402. Annual Subscription, $15. Foreign Mailing, $6 additional. 
Single copies, 10 cents, available only from Sales & Distribution Branch, U.S. Department of Commerce, Washington, D.C., 20230. 





KEY ECONOMIC INDICATORS: ANGOLA 1971 


(All values in million U.S. $ unless otherwise stated) 


Items 19691/ 19701/ 19713/ 

GNP at Constant (1963) Prices2/ 1038.8 1101.1 1180 
GNP at Current Prices (est.) N.A. N.A. N.A. 
Per Capita GNP 250 - 260 
Money Supply (Dec.) 507.2 707 921.3 
Commercial Bank Loans 

Outstanding (Dec.) 193.2 309.5 408 
Interest Rate, Central Bank 

Rediscount 4.2% 4.5% 4.5% 
Interest Rate, Central Bank 

Prime 5.0% 5.5% 5.5% 
Interest Rate, Commercial 

Bank Prime 7.0% 7.0% 7.0% 
Interest Rate, Commercial Bank 

Over 180 Days 7.5% - 8.5% 8.0% 8.0% 
Public Debt Outstanding (Dec.) 228.3 254.1 228 
Balance Payments Deficit 52.0 26.7 67 


Export of Major Agr., Mining and 
Manufactured Products: 


Coffee (Metric Tons) 182,836 180 ,568 181,043 
Diamonds (Carats) 1,980,395 2,502,688 2,340 ,087 
Iron Ore (MT Tons) 5,109,678 6,334,712 5,497,790 
Crude Petroleum (MT Tons) 1,504,338 4,269 ,374 4,707 ,430 
Cotton (MT Tons) 18,807 23,653 25 540 
Fish Products: Meal, Oil, 
Canned, Dried, Frozen (MTTons) 121,359 96,599 89 ,494 
Sisal (MT) 50,035 65,862 62,515 
Petroleum Refined Products (MT Tons) 621,591 659 ,229 655,779 
Beer (1000 Liters) 60,811 70,794 81,907 
Electric Power Consumption (MWh) 486.5 573 N.A. 
Value of Construction Completed 
in Major Cities 24.4 29.1 : 9,3 
Price Indices (Dec. 1965=100) 
Luanda - Average Consumer 124 136 146 


‘17 Converted at official rate of 1000 escudos = approx. US$35.00. 
2/ Consulate General estimate based on commercial bank figures. 
3/ 


3/ Converted at official rate of 1000 escudos = approx. US$37.00. 





Summary 


1971 saw a decline in the rate of expansion of Angola's economy, with GNP 
growth probably dropping to a rate of about 5%, according to local estimates. 


While agricultural production remained firm, accounting for some 51% of 
Angola's exports, the fishing industry showed a 16% decline in weight of 
catch and the rate of expansion of civil construction and the extractive 
industries slowed markedly. Gross value of manufactured products rose by 
some 17%, but new investment in manufacturing dropped off sharply during 1971. 


Despite the recent growth in importance of the extractive industries to 
Angola's export earnings, agriculture remains the base of the Angolan 
economy, and coffee is the most important agricultural product, earning more 


than one third of Angola's foreign exchange revenues during 1971. This 
sector was hard-hit by lack of rainfall during the 1971-72 rainy season, 
and production is likely to fall off sharply during 1972. 

positive 
Angola's traditional/balance of trade disappeared in 1971 as exports dropped 
slightly and as imports continued to rise in expectation of new government 
import restrictions. These expectations were fulfilled in November 1971, 
when severe restrictions were placed on imports and on control of foreign 
exchange, in an attempt to reduce Angola's chronic imbalance of payments, 
which more than doubled during 1971. Restrictions on imports have added 
an inflationary impetus to the rise in the cost of living, despite government 
efforts to control prices and profit margins. 


The anticipated drop in agricultural production and restrictions on imports 
and the availability of foreign exchange will probably combine to sharpen 
the downturn in Angola's economic growth during 1972. However, there is no 
atmosphere of crisis as yet, and widespread confidence in Angola's economic 
future is evident. 


Prospects for increased U.S. exports remain good despite the new import 
controls. Although imports of non-essential consumer goods are severly 


restricted, priority is given to heavy equipment and capital goods, of which 


the U.S. is a traditional major supplier. Installation of new industries 
for the manufacture of import substitutes should offer an increased market 
for U.S. machinery and expertise. Opportunity also exists for increased 
imports of U.S. food grains to make up drought losses. 


Present Economic Situation and Trends 
Agriculture 
Coffee is OK... 


Angola's 1971 coffee exports of 181,043 metric tons accounted for some 35% 
of Angola's foreign exchange earnings. Although lack of rainfall damaged 








some crop areas in the 1971-72 rainy season, losses are expected to be 
marginal and easily made up by existing stocks. Rising prices during 
1972 will almost certainly result in record coffee earnings, despite un- 
certainties over the future of the International Coffee Agreement. 


..-but you can't eat it. 


Other agricultural products accounted for some 16% of Angola's foreign 
exchange earnings, and these, particularly cotton and corn, were hardest 

hit by the drought. This not only implies a loss in export revenue, but also 
an expendi ture of scarce foreign exchange for increased imports of food 
grains. 


Fishing 


Fisheries products accounted for some 6% of Angola's foreign earnings. 
Although a drop in weight of catch occurred during 1971, exports of dried 

and frozen fish increased, with the loss of production occurring in the fish 
meal industry, whose exports dropped by 28%. Although prospects for expansion 
of Angola's fishing fleet are still obscure, an increase in capacity of the 
fish meal industry is taking place, bringing some additional deep-sea vessels 
into the fleet. 


Manufacturing 


Production increases... 


The gross value of manufactured products increased by 17% in 1971, as 
compared to 15% in 1970. The greatest increases occurred in the manufacture 
of paper products (+26%), rubber products (+23%), metal and electrical 
products (+22%) and beverages (+19%). 


...but investment loses pace. 


Industrial investment dropped to a rate of +24% in 1971, compared to a rate 
of +104% in 1970. The principle new investments were in food processing, 
non-metallic minerals, beverages, metalworking and electrical products and 
chemicals, but the rate of growth of investment dropped most sharply in the 
food processing and metal working/electrical products categories. The drop- 
off in 1971 investment is bound to be reflected in a slower growth of 
industry in 1972. 


Construction 
Increasing, but at a slower rate. 


More than 1,200 new buildings rose legally in Angola in 1971, an increase of 
6.6% over 1970. However the rate of increase dropped from 1970's high of 


10%. The value o the new buildings rose by 13% over the 1970 figure, but 
fell behind the 1970 rate of increase of 21%. The center for new construction 
remained Luanda, with 100 new legally constructed buildings, followed by the 
towns of Porto Alexandre (21), Luso (16) and Mocamedes (15). The number of 
illegal edifices constructed in 1971 is unknown, ‘but undoubtedly large. 


Mining 
Diamond production steady, exports and prices down. 


Diamond production from Angola's sole producer, Diamang, was up very slightly 
to 2,413,000 carats in 1971, but exports dropped by 6.4% to 2,340,087 carats. 
Export earnings dropped some 35% in 1971, due both to a slight decline in 
world prices and to a drop in Angola's gem-quality production, resulting in 

a 30.5% reduction in the average price per carat. Diamonds accounted for 

13% of Angola's exports by value in 1971, as opposed to 19% in 1970. Both 
production and quality are expected to increase as Diamang digs deeper into 
new workings and as the new consortium of Diamang and De Beers, which 
inherited Diamang's massive former concession in 1971, begins production. 


Iron ore - more of the same. 


As with diamonds, iron ore production rose slightly in 1971 to 6,158,000 
metric tons, but exports dropped by 13% to 5,498,000 MT. Combined with a 
reduction in the average price per ton of 3.8%, this resulted in a drop of 
export earnings of 16.5% in 1971 as compared to 1970. The principal reason 

for the drop in 1971 exports was a partial loss of the West German market, 
combined with uncertainties over international currency adjustments that 
affected long-term contracts for Angolan ore. Angola's major iron ore 
producer, the Companhia Mineiro do Lobito, is reportedly going ahead with 

plans for installation of a pelletization plant for its low grade ore reserves. 
This project is expected to involve a consortium of foreign interests, including 
South African, West German, French and possibly U.S. firms, who will also 
assist the company in development of its newly-increased concession area. 


Crude oi1 now second biggest export. 


Angola's crude oil production reached 5,721,000 MT in 1971, of which 4,707,000 MT 
was exported, accounting for 16.5% of Angola's export earnings, second only 

to coffee. Average price per ton of exports rose by 29% in 1971, but the 

rates of increase of both production and earnings dropped off sharply in 1971. 
Exports rose by 10% in 1971 as compared to 184% in 1970, and earnings rose 

by 41% in 1971 as compared to 188% in 1970. The drop in the rate of increase 

in production and exports is due to Cabinda Gulf's having completed its 
production facilities at Cabinda, so that production will rise only gradually 
from its concession pending further development, and to the gradual exhaustion 

of Petrangol's producing fields in the Luanda area. 








Meanwhile, Petrangol is developing another field off the northern coast of 
Angola, and has announced plans to increase the capacity of its Luanda 
refinery from 1 million MT to 3 million MT by 1978 (1971 production - 
655,779 MT). 


Although the government has not yet granted any major concessions for oi] 
exploration below the 11th parallel, the small American firm Argo Petroleum, 
of Los Angeles, has been granted four small concession areas in that region. 


Cattle-Raising and Livestock 


Production small... 


Angola's cattle and livestock industry is in its infancy, with 1971 slaughterings 
amounting to only 21,209 MT of beef and 2,683 MT of other livestock. Chilled 
meat exports amounted to only 2,371 MT in 1971, and exports of all livestock 
products brought in only 0.6% of Angola's export receipts in 1971. 


...but the potential is there. 


Angola has extensive plains suitable for cattle-raising, high-grade breeding 
stock has been imported, and two modern cold storage and meat-packing 

plants are nearing completion. Cattle-raising is also an integral part of 

the Cunene River Plan scheme, a project for joint South African and Portuguese 
development of the hydroelectric and irrigation potential of this riverwhich 
forms part of the border between Angola and South West Africa. Large- 

scale expansion of Angola's cattle industry will, however, require considerable 
investment in transportation and storage facilities and in training of 
personnel. 


Money and Credit 
Putting on the brakes - but lightly. 


Credit extended by local commercial banks and the Bank of Angola increased 

by 21% in 1971, a drop from the 1970 rate of increase of 32%. This was 
reflected in a drop in the rate of increase of money supply from 40% in 

1970 to 23% in 1971. Total currency in circulation dropped by 12.4% in 1971, 
amounting to only 5.2% of the total money supply, while sight and time deposits 
rose by 24% and 31%, respectively, amounting to 73.6% and 21.2% of the total 
money supply. 


The commercial banks continued to increase their loan portfolios at the 
expense of the Bank of Angola during 1971, their total extension of credit 
rising by 27.5 % over the 1970 figure. The commercial banks held some 

44% of all outstanding loans in 1971. 


Angola's commercial banks were joined by the new Banco Inter-Unido in 

early 1972, combining interests of the First National City Bank of New 

York and the Banco Espirito Santo of Portugal. This bank will be active in 
the provision of medium-to-long term financing, a facility conspicuous by 
its absence in Angola's banking community up to the present. 


Foreign Trade 
Exports drop slightly... 


Angola's exports dropped in value by 1.8% during 1971 to a total of about 
$441 million. As already noted, diamond and iron ore revenues dropped 
off sharply during 1971, and increased revenues from exports of crude oil, 
cotton, and coffee were insufficient to make wp the difference. Leading 
export earners were minerals (39.6% of total earnings), coffee (35.2%) 

and other agricultural products (15.7%). 


...but imports increase... 


Angola's 1971 import bill rose 14.5% to about $447 million, matching the 

1970 rate of increase. There is some evidence that Angola's importers, 

in anticipation of restrictions on imports, bult up considerable stocks 

during 1971. The categories showing the greatest increases during 1971 

were clothing, up 38.3%, to 7.8% of total imports, and durable consumer goods, 
up 27.5%, to 13.3% of total imports. Imports of raw materials and partly- 
finished goods for local industry rose by 3.5% to make up 33.6% of total 
imports, while the capital goods category rose by 19.4%, 22.7% of the total 
import bill. 


..--resulting in a trade deficit. 


Angola's small trade deficit of about $6 million in 1971 takes on added 
significance when compared to the 1970 balance of about $29 million, and the 
positive balance of trade Angola has traditionally enjoyed. The loss of 
this income for settlement of Angola's chronic imbalance of payments un- 
doubtedly influenced the central government's decision to impose sharp 
import restrictions in late 1971. 


Major trade partners - U.S. ranks high. 
Leading buyers of Angolan products during 1971 were Metropolitan Portugal, 


taking 31.1% of Angola's total exports, chiefly diamonds and agricultural 
products, followed by the U.S., at 20.2%, almost entirely represented by coffee 








exports, and West Germany, at 14%, maily iron ore, coffee and other 
agricultural products. New major purchasers of Angola exports included 
Japan, at 10% of total exports, chiefly crude oi] and iron ore, and Canada, 
at 5%, mostly representing purchases of crude oil. 


Angola's major suppliers during 1971 were metropolitan Portugal, at 35.3% 

of total imports, West Germany, at 11.4%, and the U.S., at 11.1%. Other 
suppliers include Great Britain (9%), Japan (5.6%) and France (4.6%). The 
U.S. share of the Angolan market rose from 10.5% in 1969 to the 1971 figure 
of 11.1% as U.S. exports to Angola increased by 17.2% in 1970 and a further 
16.5% in 1971. Angolan exports to the U.S. were valued at about $88 million 
in 1971, while U.S. exports amounted to about $50 million, giving Angola 

a favorable balance of trade with the U.S. in the amount of some $38 million. 


There is considerable potential for an increase in Angola's exports, parti- 
cularly in minerals, tropical fruits and chilled beef. Development of this 
potential will, however, require significant capital investment and energetic 
efforts to penetrate foreign markets. 


Balance of Payments 


Deficit grows... 


Angola's heavy import bill in 1971 combined with the slight drop in exports 
to significantly worsen her balance of payments position as the traditional 
positive balance with foreign countries in the merchandise category turned 
into a deficit. As a result, the total imbalance of payments for 1971, 

at $67 million, was more than double the 1970 figure. An increase in 
invisibles inflow, chiefly in the transportation and services categories, 
while reducing Angola's chronic invisibles imbalance, was insufficient to 
alter the global imbalance. 


...resulting in government intervention. 


The growing imbalance of payments during 1971 showed clearly that previous 
attempts to limit Angola's chronic imbalance had not been effective. In 
November 1971, the central government acted to impose a series of compre- 
hensive restrictions on Angola's trade and payments with the object of wiping 
out the cumulative imbalance (unofficially estimated at $350-$37- million) 
and building up a foreign exchange reserve. Priorities were established for 
categories of merchandise imports and invisibles outflows, with highest 
priorities accorded to essential imports, such as capital equipment, and to 
invisibles outflows determined to be of importance for economic development, 





such as amortization of imported capital. A central exchange control 
authority is charged with limiting authorizations for payments to means of 
exchange actually on hand. The effect of this has been to generalize the 
delays in payments which used to be limited to trade with metropolitan 
Portugal. 


A. U.S. exporter to Angola,for instance, can expect to encounter a delay 

in payment for his goods of about 10 weeks at the present time. Government 
exchange control authorities express confidence that delays in payments 
will be substantially reduced as the new system of restrictions becomes 
more effective. 


Although no balance of payments figures are yet available for 1972, trade 
figures for the first five months of the year indicate that the import 
restrictions are bearing fruit, with a positive balance of trade of some 

$48 million, an improvement of about $41 million over the same period of 
1971. Higher coffee prices and a windfall year for the dying sisal industry, 
which is enjoying record world prices due to drought in East Africa and 
disruption of jute production in Bangladesh, should continue to boost 

export figures during the remainder of the year. 


A strongly favorable balance of trade in 1972, combined with restricted 
invisibles outflows, should greatly improve Angola's balance of payments. 
However, given the size of the cumulative imbalance, which stems almost in 
its entirety from trade wth and remittances to metropolitan Portugal, 

it is likely that some form of payments restrictions will have to be main- 
tained for the foreseeable future. 


The restrictions on imports and invisibles transactions will also undoubtedly 
have a retarding effect on Angola's economic growth, hitting the retail 
sector particularly hard. However, the slowdown is expected to be temporary 
and of minor proportions. 


Prices 
Restrictions are spur to inflation... 


Current. official figures for the cost of living index for Luanda are not 
available. However, well-informed members of the local banking community 
estimate that the index for July 1972 would be at least 146 (Dec. 1965 = 100), 
an increase of 10 points over 1970. Housing, clothing and health care show 
the largest increases in cost. Restrictions on imports will undoubtedly 


add a further impetus to inflation, which has been relatively well-controlled 
up to the present. 
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...and bring price and profit controls. 


In an attempt to check inflationary pressures, the government has imposed 
price limits on essential consumer items and attempted to control profit 
margins on non-essential goods. The effectiveness of these measures is 
open to question and there has already been some roll-back in the govern- 
ment's initial tough limitations on profit margins. The rate of inflation 
is eee to accelerate somewhat during 1972, despite government action to 
control it. 


Government Spending 


Relatively modest increase. 


Government receipts and expenditures for 1972 are projected at $412.2 million, 
an increase of 18% as compared to the 20-to-22% rate of increase in recent 
years. Receipts under the Development Plan rubric are expected to add 

an additional $45.9 million. 


The largest budget item continues to be the development services category, 
at 27% of total allocations, while education, health and welfare share 

15% of the total. Defense-related expenditure, including police and para- 
military organizations,amounts to 18.2% of the budget. 


Some 33% of the funds available under the Development Plan are earmarked 
for the transportation and communications infrastructure, with additional 
expenditure concentrated largely on agriculture, health and electrification. 


The major increase in the 1972 budget is in the administrative expenses 
category, up 25% over 1971, mainly to cover higher salaries for government 
employees. 


Implications for the U.S. 


Restrictions will hurt... 


The growing market for U.S. goods in Angola will almost certainly decline 
somewhat due to the imposition of import limitations, particularly in the 
category of non-essential goods, such as sports clothes and luxury foods. 
However, although some particular U.S. suppliers will feel the effects of 
this, the great bulk of Angolan imports from the U.S. is concentrated in 

the field of essential imports, such as capital goods and food grains. 


ll 


...but may offer new opportunities for sales. 


If, as expected, the import restrictions give impetus to the local manu- 
facture of import substitutes, a market will exist for U.S. machinery and 
equipment, particulary in the food-processing and clothing fields. Expansion 
of the electrical power network and a proposed increase in petroleum refinery 
capacity also offer opportunities for sales of U.S. products and expertise, 
as do the extensive local road-building program and new projects for ex- 
pansion of Angola's telecommunications network. As the road network expands, 
opportunities will increase for sales of U.S. compact cars and heavy trucks, 
a market that has been neglected in the past. The 1971-72 drought should 
also open a larger market for U.S. food grains in Angola. 


American-made goods enjoy a high reputation in the Angolan market and an 
intensive effort to penetrate this market will find acceptance in the local 
business community. At the same time it should be noted that the Angolan 
market, with its 5.7 million people, of whom perhaps 500,000 participate in 
the monetary economy, is restricted in size. 


Potential U.S. exporters should understand that they will face stiff competition 
from German, French, British and Japanese sources for sales in Angola, and 

will have to offer attractive terms. The present balance of payments problems, 
with their attendant 10-week delay in transfers, are temporary in nature and 
should not be of over-riding concern to the U.S. exporter. Albeit small, 

there is a profitable market in Angola for U.S. products. 
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